
540 

7 CFR Ch. XXXV (1–1–07 Edition) § 3560.301 

to respond to a collection of informa-
tion unless it displays a currently valid 
OMB control number. 

Subpart G—Financial 
Management 

§ 3560.301 General. 

This subpart contains requirements 
for the financial management of Agen-
cy-financed multi-family housing 
(MFH) projects, including accounts, 
budgets, reports, and engagements. Fi-
nancial management systems and pro-
cedures must cover all housing oper-
ations and provide adequate docu-
mentation to ensure that program ob-
jectives are met. 

§ 3560.302 Accounting, bookkeeping, 
budgeting, and financial manage-
ment systems. 

(a) General. Borrowers must establish 
the accounting, bookkeeping, budg-
eting and financial management proce-
dures necessary to conduct housing 
project operations in a financially safe 
and sound manner. Borrowers must 
maintain records in a manner suitable 
for an engagement and must be able to 
report accurate operational results to 
the Agency from these accounts and 
records. 

(b) Acceptable methods of accounting. 
(1) Borrowers may use a cash, accrual, 
or modified accrual method of account-
ing, bookkeeping, and budget prepara-
tions as long as the method is con-
sistent with the statements required 
by the engagement in accordance with 
the standards identified in § 3560.308. 

(2) Borrowers must describe their ac-
counting, bookkeeping, budget prepa-
ration, and financial reporting proce-
dures, including Agency-approved en-
gagements, in their management plan. 

(3) Borrowers must notify the Agency 
of any changes in their accounting, 
bookkeeping, budget preparation, and 
financial management reporting sys-
tems through a revision of their man-
agement plan. 

(c) Account requirements. (1) As used 
in this paragraph, the term account is 
used interchangeably to mean a book-
keeping account (ledger) or a bank ac-
count. 

(2) At a minimum, borrowers must 
maintain the accounts required by 
their loan agreement or resolution. 

(3) The following list identifies the fi-
nancial accounts that are required for 
each housing project. Additional ac-
counts may be required by third-party 
lenders. Accounts are to be funded in 
the following priority order, except 
that paragraphs (c)(3)(iv), (v), and (vi) 
of this section are funded directly by 
tenant security deposits or patron cap-
ital receipts respectively: 

(i) General operating account; 
(ii) Real estate tax and insurance ac-

count (if not part of the general oper-
ating account); 

(iii) Reserve account; 
(iv) Tenant security deposit account; 
(v) Membership fee account for coop-

erative housing; and 
(vi) For cooperative housing only, a 

patron capital account. 
(4) Amounts escrowed for taxes and 

insurance may be kept in the general 
operating account as long as the ac-
counting system reflects the amount 
escrowed. 

(5) Regardless of the number or types 
of accounts established, the borrower 
must meet the following requirements: 

(i) All housing project funds must be 
held only in financial institution ac-
counts insured by an agency of the 
Federal Government, backed by collat-
eral provided by the bank, or held in 
securities meeting the conditions in 
this subpart. 

(ii) Funds maintained in an institu-
tion may not exceed the limit estab-
lished for Federal deposit insurance. If 
funds exceed the amount covered by 
Federal deposit insurance, borrowers 
must obtain a collateral pledge from 
the institution to cover all funds or 
must move funds to an institution that 
will insure the funds. 

(iii) All funds and proceeds in any ac-
count must be used only for authorized 
purposes as described in Agency’s regu-
lations, loan or grant documents. Use 
of funds for non-program purposes con-
stitutes non-monetary default as de-
scribed in § 3560.452(c). 

(iv) All funds received and held in 
any account, except the tenant secu-
rity deposit, membership fee, and pa-
tron capital accounts, must be held in 
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